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FEDERAL RESERVE BOARD
The Federal Reserve Board recently sent to Congress proposed legislation for
simplifying the Consumer Leasing Act, according to a FRB press release.
The Act, passed in 1976, applies to personal property leased for more than
four months for personal, family, or household use. The Board said it is
proposing simplification of the Act to reduce the number and complexity
of the disclosures, thereby lessening the burden of compliance on creditors
and highlighting important information for consumers. In addition, the
draft legislation adds coverage of rental purchase agreements. These agree
ments are not presently covered by either the Consumer Leasing Act or the
Truth in Lending Act. Under a rental purchase agreement, the consumer
rents the property (generally a television or other home appliance) for
a term of one week or one month. The rental is automatically renewed with
each subsequent payment, and after a certain number of payments the consumer
can become the owner of the property for little or no additional money. The
draft legislation proposes coverage of these agreements because of public
concern about the number of consumers who are entering such agreements
without the benefit of adequate cost disclosures. For additional information
call the Board at 202/452-3684.
SECURITIES AND EXCHANGE COMMISSION
A proposal to revise the disclosure requirement for bank holding companies that
would effect the reporting of certain "risky loans" was recently issued by
the Commission for public comment. The proposal, Release Nos. 33-6462
and 34-19679, would amend portions of Industry Guide 3, which sets forth
statistical disclosure requirements for bank holding companies. The pro
posed changes revise current disclosure guidelines dealing with information
about non-performing loans to focus more broadly on various elements of
a holding company's loan portfolio which may indicate unusual lending
risks and would provide for additional disaggregated disclosures about
foreign loans. Comments are requested by 5/31/83. For additional infor
mation contact Marc Oken at 202/272-2553.
Accounting for the internal cost of developing computer software for sale
or lease was the subject of recently proposed rule from the Commission,
which would impose a moratorium on the capitalization of such costs (see
the 4/21/83 Fed. Reg., pp. 17107-111). Under the proposed rules, companies
going public for the first time would be prohibited from capitalizing such
costs. Publicly held companies that currently expense such items would
be prohibited from changing methods and capitalizing the costs, but public
companies which had been capitalizing could continue to do so. The proposed
moratorium, if adopted, would be effective 4/14/83. SEC Chief Accountant
Clarence Sampson said, "We want to freeze everyone in place," noting that
the Financial Accounting Standards Board is studying the issue. Computer
software firms have justified capitalizing internal costs, on the basis that
new software products, such as video game cassettes, can be sold for many
years. Since the product produces income over several years, capitalizing
merely matches cost to income. Comments are requested by 5/31/83. For
additional information contact Marc Oken at 202/272-2130.
TREASURY, DEPARTMENT OF
Filing of the new Form 6198, Computation of Deductible Loss from an Activity
Described in Section 465(c), will be optional for 1982, according to IRS
release IR-83-66. The form relates to losses from an at-risk activity in
which taxpayers have invested amounts for which they are not at risk.
The IRS delayed the filing requirement due to substantial revisions made
to the instructions in response to comments received after the form was

-2published. Form 6198 should be utilized by taxpayers to compute the limit
of their losses by providing the computation for figuring the overall pro
fit or loss from the activity, the amount at risk, and the deductible loss
for the year. Taxpayers not utilizing the form this year must still limit
their losses to the smaller of the amount of loss or amount at risk. The
IRS noted that taxpayers who already filed 1982 returns should file amended
returns if their losses were not limited.
Temporary regulations for issuing a release of a notice of federal tax lien
filed against a tax delinquent were recently issued by the IRS (see the
4/21/83 Fed. Reg., pp. 17068-70). The rules, T.D. 7886, affect all persons
against whom a notice of tax lien has been filed for outstanding federal
taxes, the IRS said. The rules also set guidelines for IRS personnel in
complying with the changes made in lien procedures under the 1982 tax act,
which requires the IRS to release liens within 30 days of payment. The
rules apply to a notice of federal tax lien filed after 12/31/82, and to
a notice of federal tax lien satisfied after 12/31/82, the IRS said. They
also apply to a notice of federal tax lien for which a taxpayer, after
12/31/82, requests that a certificate of release be issued on the grounds
that the tax liability was satisfied or has become legally unenforceable.
The rules allow an IRS district director to file a notice of federal tax
lien along with a certificate of release. "The authority to combine these
documents will reduce the administrative difficulties in monitoring tax
liens which have become legally unenforceable and will relieve the district
director of the burden of issuing a separate certificate of release,” the
IRS said. For additional information contact Neil Zyskind at 202/566-3289.
The annual interest rates charged by the IRS on tax underpayments and paid on
overpayments will decrease from 16 percent to 11 percent on 7/1/83.
According to IRS Information Release 83-65, the 11 percent rate will also
apply to underpayment of individual and corporate estimated taxes. Under
tax code Section 6621, the IRS is required to adjust the rate of interest
no later than 4/15 each year when the adjusted prime rate charged by banks
during the six month period ending 3/31 differs from the existing rate.
The IRS, in Rev. Rul. 83-76, added that the average adjusted prime rate
for the past six months was 11.42 percent, which was rounded to 11 percent.
For additional information contact the IRS at 202/ 566-4024.
A proposal intended to lower the tax rate applied to principal campaign com
mittees of congressional candidates was recently issued by the IRS (see
the 4/20/83 Fed. Reg., pp. 16911-12) . The proposed rules would tax income
of a candidate's campaign committee at the appropriate corporate rate
specified in tax code Section 11 rather than at the highest rate specified,
the rate applicable to other political organizations. In order to qualify
for the more favorable rate of tax, a committee must be designated in writing
as a "principal campaign committee" by a candidate for Congress. A copy of
the written designation must by appended to the Form 1120 (POL) filed by the
principal campaign committee. The proposed rules, under the 1981 tax act
would only apply to congressional candidates and not to candidates for other
federal or state offices, for taxable years beginning after 12/31/81.
Comments are requested by 6/20/83. For additional information contact
Susan Thompson at 202/566-3294.
A prototype Consolidated Financial Statement for the U.S, Government for 1981
was recently released by the Treasury for public comment. In announcing
the availability of the 1981 prototype, Secretary Donald T. Regan said,
"This administration is committed to improving the Federal Government's
financial systems, minimizing the burden on taxpayers by controlling
Federal spending and managing our resources wisely." In the accompanying
statement of the General Accounting Office, Comptroller General C h a r l e s a .

-3Bowsher said, "This financial report gives an overall picture that is not
available elsewhere and can be useful in assessing the financial activities
of the Federal Government as a whole." The Comptroller General added, "al
though this report, like its predecessors, is a prototype, it demonstrates
tha value of an idea we strongly support..." The release is available from
the Government Printing Office at 202/783-3238. The release should be
identified as No. 1983-0-401-120.
SPECIAL:

HEARING HELD ON INTERNATIONAL LENDING

Legislation intended to improve the performance of private lenders and government
regulators in international banking will soon be introduced, according to
House Banking Committee Chairman Fernand St Germain (D-RI) . In his opening
remarks at a two day series of hearings by the Banking Subcommittee on
Financial Institutions, Rep. St Germain said he would offer his proposal
after the subcommittee finishes its hearings on various regulatory proposals
that have already been introduced. These include a regulators’ proposal to
tighten up examination of international lending and a proposal by Rep. Charles
Schumer (D-NY) that would require new reserves on international debt and a
required stretchout of developing country debt. Government and banking
witnesses generally opposed further strict regulation of banks' international
lending. Among the witnesses appearing were SEC Chairman John S.R. Shad,
FRB Governor Richard Partee, FDIC Chairman William Issac, Comptroller of the
Currency C.T. Conover, and U.S. Comptroller General Charles Bowsher.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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